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On file OMB release instructions apply.

12 August 1959

MEMORANDUM FOR THE RECORD

SUBJECT: Conversation with Mr, Focke, Bureau of the Budget

l. Mr, Focke, Bureau of the Budget, telephoned in connection
with our reply on the proposed Department of Defense executive order
concerning the Industrial Security Program. He noted that our view
was that so long as it was a DOD order we were not concerned although
a general order might cause problems, He indicated that there was a
possibility a general order would be forthcoming and asked for our
views on an informal basis of the difficulties this might cause us,
TATINTL | [was notified and he will have | kontact STATIN
me to develop an appropriate response.

2. Mr, Focke also raised the question of the executive order
proposed by the Atomic Energy Commission and Department of Defense
in which we had requested an amendment to include authority to
transmit Restricted Data. Mr. Focke was concerned with the Director's
letter which said any deletion or change involving the Agency should
be brought to our attention., He indicated that the part dealing with
CIA was being deleted, and the matter had been forwarded to Justice
for final approval. I assured him that this did not cause us any
concern since we had been working with AEC and DOD looking toward
submission of a separate executive order and concurring in the
deletion of the Agency from the previous order, L

OGC Has Reviewed

JOHN S. WARNER

DOD review(s) completed.
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- SEGRET

RE: Applicability of Proposed Executive Order to CIA

l, Proposed E,0, as now prepared pertains only to Defense, To
extend it to apply to all agencies would add whom besides CIA? Who
else has classified contracts except AEC who act under their own

statute? Cannot think of any others,

2, The E,0, would make it impossible to continue our program
of procurement of clandestine devices in that, if an appeal is
instituted, CIA would have to furnish a detailed statement of reasons
of ineligibility. This would have to be unclassified and would publicly
identify CTA as the one contracting for the article being produced under
the contract, This would render the item valueless for future use and
could very possibly endanger the lives of those using them currently in

foreign areas,

3+ CIA standards for clearances to classified information would
become public knowledge as a result of the hearings during the appeals,
These standards are higher than those of other agencies and the
question would probably be raised as to why a clearance from another

governmental organization would not satisfy CIA,

L. 1In the event derogating information had been received from
SI sources regarding an individual, it would be impossible to in any
way describe the nature of such information in the "detailed statement"

or elsewhere, Similar blocks would result when information was

SECTET
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Applicability of Proposed Executive Order to CIA

received from normal foreign intelligence sources,

5. Unlike components of the Department of Defence, CIA has
no wnits dispersed throughout the country. Hence, it would be most
expensive and difficult to conduct appeal hearings in the vicinity

of the residence of the person appealing.

SEGaET
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14 JUL 1959

Mr. Arthur B. Focke
General Counsel

- - Bureau of the Budget
Washington 25, D, G

Dear My, Focke:

Your letter of July 8, 1959, requested an sxpression of our
views with Tespect to the Executive Order proposed by the Depart-
ment of Defense entitled “Industria} Sscurity Program. "

The problems of this Agency tn regard to industrial security
are different from those of the Department of Defense, beth in
Rature and scope. Thersfore, an Executive Order of the type pro-
Pesed by the Department of Defense would not de suitable for our
purposes. Inasmuch as it applies only to the Dupartment of Defense
and the National Aeronmautics and Space Administration, there ig no
cbjection to the pProposed Executive Order on the part of this Agency,
and we do not fee} competent to camment on the technical problems
involved, : o

procedures,

’ FoE o e .‘ !‘ "
s/ Lawroen B Manston
lawrence R, Houston
“raeral Counsel

STATINTL ce:  Office of Securit
L Office of Logistics via

STATINT OGC chrono-;no circ
; ubject'-Security

STAT ' OGC:LRH:D
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EXECUTIVE OFFICE OF THE PRESITENT
BUREAU OF THE BUDGET
Washington 25, D, C,

July 8, 1959

My dear Mr. Director:

The Department of Defense, by letter of July 7, 1959,
has submitted to the Director of the Bureau of the Budget,
in accordance with Executive Order No. 20006 of October 9s
1948, a proposed Executive order entitled "Tndustrial
Security Program.® Copies of the letter and the proposed
Executive order transmitted therewith ave enclosed,

The Director of the Bureau of the Budgét would appre-
ciate receiving an expression of your views with respect to
this matter, ' ‘

Because of the urgency of this matter, a reply is
requested at the earliesat practicable date.

Sincerely yours,

(Lt /b, F rebe

General Counsel

Honorable Allen W. Bulles
Director

Central Intelligence Agency
Washington 25, D. C.

‘¢

Enclosures
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GENERAL COUNSEL OF THE DEPARTMENT OF DEFENSE
Washington 25, D. C.

July 7, 1959

Dear Mr. Stans:

On June 29, 1959 the Supreme Court handed down a decision in
Greene v. McElroy to the effect that the present Industrial Security
Program operated by the Department of Defense lacks "explicit authori-
zation from either the President or Congress'as it relates to the denial
or revocation of clearance of individuals in private industry. The
majority opinion ruled that neither Congress nor Presidential authori-
zation could be inferred for a procedure which did not afford the safe-
guards of confrontation and cross-examination.

In the light of this decision, continued operation of this aspect
of the Industrial Security Program of the Department of Defense is
impossible without an authorizing executive order or law. Without such
an order it is necessary either to suspend further operations of this
aspect of the Industrial Security Program or require full disclosure
of our investigative sources regardless of the impact on the national
security. It is believed essential that an executive order be issued
immediately.

In view of the sbove, the Department of Defense recommends for
your consideration the promulgation of the enclosed executive order.
The executive order would apply to employees in private industry who
are required to have access to classified information in connection
with contracts with the Department of Defense or the National Aero-
nautics and Space Administration. The order would further prescribe
certain minimum procedures for determining their eligibility for
clearance, but at the same time would preserve the right to withhold
information or witnesses where in the opinion of the Secretary of
Defense the production of such information or witnesses would be
prejudicial to the national security.

It is assumed that this executive order would be disseminated to
other agencies of the Govermment directly concerned with industrial
security matters. It is requested that the Department of Defense be
afforded a further opportunity to comment on the final draft before
promulgation.

Si?cerely yours,

IR B

r” Rty
( {{,! ) . . ’,: ‘ [._________ N n

ROBERT DECHERT
Honorable Maurice H. Stans £

Director, Bureau of the Budget
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7/7/59
PXRCUTIVE ORDER NO.

INDUSTRIAL SECURITY PROGRAM

WHEREAS the interests of national defense require the preservation
of the ability of the United States to protect and defend itself against
51l hostile or destructive actions by covert or overt means, including
espionage and subversion, as well as military action; and

WHEREAS it is essential thet certain information affecting the
nationsl defense be protected against unauthorized disclosure; and

WHEREAS, while fully recognizing the necessity of preserving and
meintaining the traditional rights and privileges of the individual,
it is, nevertheless, necessary and warranted in determining what con~
stitutes fair, impartial, and equitable procedure for determining
eligibility for clearance for access to classified information that
paramount consideration be given to the interests of national security:

NOW, THEREFORE, by virtue of the authority vested in me by the
Constitution and the statutes of the United States, and as President of
the United States, and deeming such action necessary and warranted .in
the best interests of the Nation, it is hereby ordered as follows:

Section 1. The Secretary of Defense in .connection with the bidding,
negotiation, awerd, performance or termination of contracts with the
Department of Defense or the National Aeronautics and Space Administra-
tion involving classified information or in connection with other re-
leases to United States industry of classified information for which the
Department of Defense has safeguarding responsibility, shall, consistent

with this Order, for meintaining and continuing the Industrial Security
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' éfescribe éuch regulations, requirements, reétrictiogr

safeguafds as he deems necessary to safeguard classifié&,information.

SEC. 2. Access to classified information shall be permitted only
after appropriate security determinatidns have been made under regula-
tioné prescribed by _the SEE;etary of’Dgfense; Decisions shall be »
baéed“upﬁﬁ’é;;;rmiﬁations that'the‘graﬁtgﬁé?éf such access would be
clearl§«¢onsistent with~thexintefests Qf,national security.

SEC. 3. Under regulations prescrigéd by the Secretary of Defense
an individual whose,eligibility.for security clearance has been gques-

tioned shall be furnished (2) a detailed statement of the reasons why

his eligibility for clearance has”yélg questioned which shall be stated

as specifically as the Secretary of Defense of his designee determines
that the interests of national security permit; (b) an opportunity,
after he has filed a reply to such statement, to appear personally for
the purpose of determining his eligibility for suc}i clearance and to
present evidence on his behalf; (c) & reasonable time to prepare for
such aﬁpearance; and (d) an opportunity to be represented, at his own
expense, by counsel.

SEC. 4. The Department of Defense shall make available at such
appearances, to the éxtent permitted . by law and except as herein-
after provided, all witnesses relied upon by the Govermment to support
controverted issues, who shali testify under oath or affirmation and

shall be subject to cross-examination by or on behalf of the individual

concerned. No information or testimony shall be used, over the objec-
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fflﬁltienfef the individual jhose eligibility is in i e, . to deny or

! :
revoke any such clearapce unless such ini sion or testimony is
4 z
so produced and opportunity for cross-examination is so provided,
;. .
except as set forth ihfsection 5.
SEC. 5. Informafion not so produced or testimony of witnesses
F 4 .

not available for croséeexamination may be used only under one of the
foliowing: ;4

(1) A4s to informaﬁion or witnesses who are employeeskor regular
informants of an official investigative agency, such information

or testimony may be used if the Secretary of Defense or his desig-
nee determines, after advice from the head of the investigative
egency involved, that to produce such information or witness would
under the circumstances be prejudicial to the national security; or
(2) As to other information or witnesses, when the head of the
investigative agency involved advises that the information or
witness in question cannot be produced for reasons specified in

such advice and that in his judgment the information is believed

to be relisble, the Secretary of Defense, the Deputy Secretary of l»
Defense or, if so designeted by the Secretary of Defense, the
Director of the Department of Defense Industrial Personnel Security
Review Program may determine that the information in question may

be used if he finds that (1) it is in his judgment both reliable

and pertinent end (2) to make a decision without the benefit of

such information would, in view of the category of clearance

sought and all circumstances involved, be prejudicial to the

national security.

3
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SECRET

Registered-Return Receipt Requested

Attention:

Subject : Contract Security Authorizations
Gentlemen:

You are advised that the following personnel of your organization
are authorized to have access to classified information and/or material
relative to our classified contracts and proposal requests, through the
securlty classification indicated below:

This information should not be disseminated to the employee or
furnished anyone outside your immediate office, except that where
operationally required key administrative and supervisory personnel
may be informed on a "need-to-know" basis, provided that such adminis-
trative and supervisory personnel have been authorized by this office
to have access to classified information,

It is requested that this office be advised immediately in the
event of termination of employment of the above listed employees, or
the transfer, for cause, of these employees from work on our classified
contracts, with a statement of the reason for such termination or transfer.

Very truly yours,

NOTICE

This material contains information affecting the National Defense of the
United States within the meaning of the espionage laws, Title 18, vsc.
Secs. 793 and 794, the transmission or revelation of which in any manner
to an unauthorized person is prohibited by law.
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Honorabls Emanuel Celler
Chairman

Committee on the Judiciary
House of Representatives
Washington 25, D. C.

Dear )nlr Celler:

1 have followed with mueh interest S. 355, a bill te amend the
United States Cede to prohibit the misuse of names, emblems and
insignia by various private organizations to indicate Fedsral agency.
This bill was passed by the Senate with amendments and referred to
your Committee for action,

This Agency is not protected {rem the misuse of its name or
initials by private erganizations as are the FBI ind certain other
departments. On at least one occasien a private organization has
used the initials "C.1.A." in such a manner that s false impression
of Federal relationship could be gained. We bave considered
requesting specific prohibitions i the United States Code similar to
these of the FBI and others. Hewever, it appears that with miner
adjustments 5, 353 weould serve sur purposes,

As amended by the Senate Judiciary Committee, 5. 358
sufficiently identifies the types of organizations most likely to
misuse this Agneey’s name or initials. Hewever, it does not
specifically prohibit the use of initials in such s mannsr as would
convey a false impression of Federal agency. 1 suggest for your
consideration a further amendment of 8. 355 so that lines 4and 5
of page 2 of the bill as passed by the Semate would read as follows:

¥ . . . ‘natienal’, 'Federal’, or 'United States’, the imitials

'U.S.', or any ether initials, or any emblem, iasignia, or

name, for the purpose of conveying . . . . "
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_ M yen should devire Sarthey information on this matter, please
do net hesfitate te call upen me,

The Bureas of the Budget bvi that it has 3o ohjection to
the submiesion of thie report.

Singerely,

s/ John §. Warner

 Jebn 5. Varmer
iegislative Counsel

4 cc: Bureau of the Budget

MHistribution:
Q% & « “ddresses
4 - Burean of the Hudget
—t =~ General Tounsel
?, ~ Comptroller
i - Office o Tecurity
areted A f.,/cx.cf|:|27 Mar 59}
1 - LegCounsel (Subj.) -
1 ~ LegCounsel (Chrono)

Note: Signed by JSW on Fridzy, 27 March 1959
Clearsd by BOR on ‘»Icm;iay, 30 March i$59
Sent out and date stampsd on 31 March 1959
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